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had been created, but its operation did not prevent the
growth of the debt.

Jefferson's administration in 1801 adopted the policy
of public retrenchment with a view to the reduction
of debt and taxation, and Gallatin went to the Treasury
as its director* " He had been unceasing in his demand
for economy, for specific instead of general appropria-
tions, for the extinction of the debt in preference to
military and naval expenditures, and for a change in the
form of the sinking fund/* * The result was a remarkable
reduction of debt between 1801 and 1813* The net
amount paid off was $38,000,000, but the real reduction
was larger; for the Louisiana purchase accounted for
an addition of nearly $15,000,000* At the same time
some unpopular excise duties and the salt tax were
repealed. The foreign debt with the costly loans of
1798 and 1800 was wiped out, and no further recourse
was had to temporary loans* In 1803 Gallatin to meet
the $15,000,000 incurred by the Louisiana purchase
issued a loan of $11,500,000 at 6 per cent*, redeemable
after fifteen years in four annual instalments* The
balance was met from the revenue chiefly from customs,
as it was a period of expanding trade. The loan was very
successful*

Gallatin had long foreseen the approach of war with
Great Britain, and on several occasions had declared
that he should propose to raise the necessary money by
loans; taxes would only be increased in so far as might
be needed to pay interest on new debt* Congress was
very ready to agree to a loan policy, and in March 1811
it authorised a loan of $5,000,000 at 6 per cent* not
to be sold under par* In December 1811, however,
1 Dewey, Financial History of the U.S., p* 119.